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SUBJECT Miami Dade County

Wholesale Water and Sewer Rates Backaround On August two

weeks

before the City s first budget hearing the City Administration received notice from Miami Dade County
ofaproposed increase tothe wholesale water andsewer rates chargedtomunicipalities As
such the City had very little time to fully evaluate the proposed rate increases and impact
of approximately milliontothe City ofMiami Beach Staff met with Miami Dade County Water
and Sewer Department WASD onSeptember and was provided supplemental information concerning the

proposed rate increases WAS Dsjustificationfortheincreasein
wholesale rates included o Increasesinoperating costs over the last three years

and decreases in water consumption absorbed by spending down their reserves oWASD s

Financial Advisor The PFM Group developeda

six year operating proforma projection dramatically different from those provided tothe rating agencies

inwiththe opinion thatasystem rate increase was needed toavoid
acredit rating down grade oIncreased needsin the Renewal and Replacement fund tocorrect

deficiencies identified in a Renewal and Replacement Needs Assessment completed inApril The
City had several concerns regarding theneedfor the proposed rate

increase including appropriation ofonly million of the approved GOBond Program authorized
million for Countywide water and sewer projects to WASD for system wide improvements concerns

regarding unspent bond proceeds continued inclusionof the million equity transfer tothe
CountyinWASD sFY Operating Budget the methodology used todetermine
the million in annual renewal and replacement needs windfall revenues thatwould resultto the County

Department of Environmental Resource Management DERM without any justification simply because theCity
per County code is requiredto pay DERMapercent fee

ofallwater and sewer revenues collected In response tothe concerns expressed by Miami Beach

and other municipalities Miami Dade BoardofCQunty Commissioners BCCapproved

the proposed rate increase effective January and providedapayment plan recapture of

the revenues lost duetothe delayed implementation over months beginning October

The BCC further directed the County administration to clarify and confirm the revised wholesale water

and sewer charges with municipalities receiving wholesale service and report back to

the Commission inJanuary
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Miami Dade County

staff held meetings with municipal wholesale customers inNovember andDecember and
proposedalower rate increase than had been approved by the BCC based on additional

analysis performed by WASD itsBond Consultant Engineers and the Countys Office
of Strategic Business Management The approved and recommended revised wholesale ratesper

thousand gallons were as follows FYRate Increase Approved

Proposed Increase September November Wholesale Water Wholesale Sewer
Wet Season Wholesale Sewer

DrySeason Preliminary estimates for wholesale rates for

FYfor water and sewer wet and dry season were
alsoprovided in the amounts of and respectively Given that

thecharges are based solely onachange in the rate model utilized wholesale municipal customers
including Miami Beach remained concerned regarding the validity of the proposed rates In addition the municipal

customers felt strongly that rate increases should be smoothed over several years as wellas subject

toanannual capAsaresultof ongoing discussions County

staff agreed to the following subject toMiami Dade County BCC approvalo
Reduce the proposed rate increase for FYto therates proposed inNovember o Defer the payment requirement

forthe amount of the fee increase owed from January through September until
September allowing

time for completionof studies byan independent consultant including the allocation methodology the FY rates

proposed rates for FYand future rates including the development ofarate stabilization methodology
o Continue to allow the wholesale municipal customers apayment plan recapture
of the revenues lostdueto the month delayed implementation over

months o At the end of each fiscal year conduct an analysis to determine

theactual cost ofproviding these
services and rates for the following yearwillbe adjusted to true up for

any differential between budgeted expense and actual expenseoInvolve municipal representatives
in the review of the rate study by the consultant Status The lower rate increase and deferred

payment through September were approved by Miami Dade County BCC on March with the understanding that

final ratesforFYFYand projected future
rates wouldbe determined by an independent rate consultant However rather than hire one

consultant

to review the methodology for determining wholesale ratesonamulti year basis
including the allocation methodology the FY rates proposed rates forFYand future rates the County
unilaterally elected tosplit the project into phases and use an existing pool of pre
qualified firms the Countys Management Advisory Consulting Financial Category PoolofPre

QualifiedFirmstoreview the FY wholesale rates and the proposed rates for

FY rather than advertise widely
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On May the

selection committee which included representatives from Miami Beach and Hialeahalong with representatives from

Miami Dade County mettoreview the proposals fora consultant to review the wholesale

water and sewers rates for the FY fiscal year However only one consultant submitted aproposal
Milian Swain and Associates Inc Milian Miami Dade County advised that they had
limited the advertisementinaneffort to expedite the process Both representatives from Miami Beach and

Hialeah feltthattheir efforts were extremely limiting but duetothe time constraints
felt comfortable with moving ahead with MilianMilianwillbe charged with reviewing the MDWAS rate

model and what Miami Dade County calls smoothing mechanism which isanother mathematical model

use toflatten rates andavoid the extremely high peaks as experienced with last

years recommendations Therewasanother areaofconcern discussed by committee members regarding

MilianasMilian developed the currentrate model that produced one setof

the rates last year Itwas agreed that municipalities maintained the right to object if not
inagreement with a final recommendation Miami Dade County committed to having the

rate study forFY and completed no later than June in time for the municipalities and
the county tomeet their respective budget preparation schedules and the committee to review the progressof
Milianswork prior toafinal recommendation Further they agreed tosenda letter to

all wholesale customers explaining the status of the process The recently released Miami Dade

County Mangersproposed budget for

FY reflects additional wholesale water and sewer rate increasesof per thousand gallons for wholesale

customersbut caveats that theseare being reviewed with the independent consultant Ofcontinued concern
is the fact that Miami Dade County hasnot started theprocess

of selectinga consultant for the wholesale and retail rate study beyondthe FYQas promised
by the county tothe municipalities Therefore itappears at this time thatthey will notbe ready for

rate recommendations fortheFY fiscal year and beyond making italmost impossible for municipalities to complete their

planning efforts with any degree of accuracy Although the proposed rate increase forFYhas

already been reduced by approximately halfwe continueto work diligently

on this issue Any finalamounts for FY as wellasFYwill needto
be addressedin the FY Proposed Operating BudgetF cmgr ALL KATHIE BROOKS WASD LTC doc JMGIKGBpc en rn
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